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1016 Civic Center Drive N.W.
Rochester, Minnesota 55901

(507) 535-1200

March 20, 2015

Dear Stockholder:

You are cordially invited to attend the annual meeting of stockholders to be held at the Rochester Golf and Country
Club, located at 3100 W. Country Club Road, Rochester, Minnesota, on Tuesday, April 28, 2015, at 10:00 a.m., local
time.

The corporate secretary’s notice of annual meeting and the proxy statement that follow describe the matters to come
before the meeting. During the meeting, we also will review the activities of the past year and items of general interest
about our company.

We hope that you will be able to attend the meeting in person, and we look forward to seeing you. Please vote your
proxy through the Internet, by telephone, or mark, date and sign the enclosed proxy card and return it in the
accompanying postage-paid reply envelope as quickly as possible, even if you plan to attend the annual meeting. If
you later desire to revoke the proxy, you may do so at any time before it is exercised.

Sincerely,

Hugh C. Smith
Chairman of the Board of Directors
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VOTING METHODS

The accompanying proxy statement describes important issues affecting HMN Financial, Inc. If you were a
stockholder of record at the close of business on March 2, 2015, you have the right to vote your shares through the
Internet, by telephone or by mail. You also may revoke your proxy any time before the annual meeting. Please help us
save time and administrative costs by voting through the Internet or by telephone. Each method is generally available
24 hours a day and will ensure that your vote is confirmed and posted immediately. To vote:

1.BY INTERNET

a Go to the web site at http://www.proxypush.com/hmnf, 24 hours a day, seven days a week, until 11:59 p.m. central
“time on April 27, 2015.

Please have your proxy card and the last four digits of your social security number or tax identification number and
“create an electronic ballot.

c.Follow the simple instructions provided.
2.BY TELEPHONE

a On a touch-tone telephone, call toll free 1-866-883-3382, 24 hours a day, seven days a week, until 11:59 p.m.
“central time on April 27, 2015.

b.Please have your proxy card and the last four digits of your social security number or tax identification number.
c.Follow the simple instructions provided.

3.BY MAIL (if you vote by telephone or Internet, please do not mail your proxy card)

a.Mark, sign and date your proxy card.

b.Return it in the enclosed postage paid envelope.
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If your shares are held in the name of a bank, broker or other holder of record, you will receive instructions from the
holder of record that you must follow in order for your shares to be voted.

Important Notice Regarding the Availability of Proxy Materials for the Stockholder
Meeting to Be Held on April 28, 2015:

The Proxy Statement and Annual Report to Stockholders are available at

http://www.rdgir.com/hmn-financial-inc

Your vote is important. Thank you for voting.
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HMN FINANCIAL, INC.

Notice of Annual Meeting of Stockholders
to be held on

April 28, 2015

Notice is hereby given that the annual meeting of stockholders of HMN Financial, Inc. will be held at the Rochester
Golf and Country Club, located at 3100 W. Country Club Road, Rochester, Minnesota, at 10:00 a.m., local time, on
April 28, 2015.

A proxy card and a proxy statement for the meeting are enclosed.

The meeting is for the purpose of considering and acting upon:

election of three directors to serve until the conclusion of the third succeeding annual meeting of stockholders or
“until their successors have been duly elected and qualified;

an advisory (non-binding) vote for the approval of the compensation of executives, as disclosed in this proxy
"statement;

the ratification of the appointment of CliftonLarsonAllen LLP as our independent registered public accounting firm
“for 2015; and

such other matters as may properly come before the meeting, or any adjournments or postponements thereof. As of the
date of this notice, the board of directors is not aware of any other business to come before the meeting.

Any action may be taken on the foregoing proposals at the meeting on the date specified above, or on any date or
dates to which the meeting may be adjourned or postponed. Stockholders of record at the close of business on March
2, 2015, are the stockholders entitled to receive notice of, and to vote at, the meeting and any adjournments or
postponements thereof.
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A complete list of stockholders entitled to vote at the meeting will be available for examination by any stockholder,
for any purpose germane to the meeting, between 9:00 a.m. and 5:00 p.m. central time, Monday through Friday, at
HMN Financial, Inc., 1016 Civic Center Drive N.W., Rochester, Minnesota for a period of ten days prior to the
meeting.

Your proxy is important to ensure a quorum at the meeting. Even if you own only a few shares, and whether or
not you expect to be present at the meeting, please vote your proxy by telephone or through the Internet, in
accordance with the voting instructions set forth on the enclosed proxy card, or mark, date and sign the
enclosed proxy card and return it in the accompanying postage-paid reply envelope as quickly as possible. You
may revoke your proxy at any time prior to its exercise, and returning your proxy or voting your proxy by
telephone or through the Internet will not affect your right to vote in person if you attend the meeting and
revoke the proxy.

HMN FINANCIAL, INC.

BY ORDER OF THE BOARD OF DIRECTORS

Cindy K. Hamlin
Secretary

Rochester, Minnesota

March 20, 2015
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PROXY STATEMENT

ABOUT THE ANNUAL MEETING

This proxy statement is furnished in connection with the solicitation on behalf of the board of directors of HMN
Financial, Inc. of proxies to be used at the annual meeting of stockholders, which will be held at the Rochester Golf
and Country Club, located at 3100 W. Country Club Road, Rochester, Minnesota, on April 28, 2015, at 10:00 a.m.,
local time, and any adjournments or postponements of the meeting. The accompanying notice of annual meeting and
this proxy statement are expected to be mailed to stockholders on or about March 20, 2015.

Certain information provided herein relates to Home Federal Savings Bank, a wholly owned subsidiary of our
company referred to as “the bank.”

The board of directors requests that you vote on the proposals described in this proxy statement. You are invited to
attend the meeting, but you do not need to attend the meeting to cast your vote.

What is the purpose of the annual meeting?

At the annual meeting, we will ask our stockholders to vote on three matters:

to elect three members of our board of directors, to serve until the conclusion of the third succeeding annual
"meeting of stockholders or until their successors have been duly elected and qualified;

an advisory (non-binding) vote for the approval of the compensation of executives, as disclosed in this proxy
“statement;

the ratification of the appointment of CliftonLarsonAllen LLP as our independent registered public accounting firm
“for 2015; and

to transact any other business that may properly be brought before the meeting. Following the formal portion of the
meeting, our management will report on our performance and answer questions from our stockholders.
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Who is entitled to vote on the proposals to be considered at the meeting and described in this proxy statement?

Common stock is our only authorized and outstanding security entitled to vote on the proposals described in this
proxy statement at the annual meeting. In this proxy statement, when we refer to “stockholder,” we are referring to our
common stockholders, unless stated otherwise herein. Holders of record of our common stock as of the close of
business on March 2, 2015, the record date, will be entitled to one vote for each share of common stock then held. As
of March 2, 2015, we had 4,480,258 shares of common stock issued and outstanding. The number of issued and
outstanding shares excludes shares held in our treasury.

Who is entitled to attend the meeting?

Subject to space availability, all stockholders as of the record date, or their duly appointed proxies, may attend the
meeting. Since seating is limited, admission to the meeting will be on a first-come, first-served basis. Registration will
begin at 9:30 a.m. If you plan to attend the meeting, please note that you will be asked to present valid picture
identification, such as a driver’s license or passport. Cameras, recording devices and other electronic devices are not
permitted at the meeting.

Please also note that if you hold your shares in “street name” (that is, through a broker or other nominee), you will need
to bring a copy of a brokerage statement reflecting your stock ownership as of the record date.

What constitutes a quorum?

The presence, in person or by proxy, of one third of the outstanding shares of common stock entitled to vote
constitutes a quorum for purposes of the meeting. Abstentions and votes withheld will be counted for the purpose of
determining the presence of a quorum.

How do I vote?

If you are a registered stockholder, proxies in the accompanying form that are properly signed and duly returned to us,
voted by telephone or through the Internet in accordance with the voting instructions set forth below, and not revoked,
will be voted in the manner specified. We encourage you to vote by telephone or on the Internet, if possible, to reduce
the costs of tabulating the vote.

10



Edgar Filing: HMN FINANCIAL INC - Form DEF 14A

To vote by Internet:

a.Go to the web site at http://www.proxypush.com/hmnf.

Please have your proxy card and the last four digits of your social security number or tax identification number and
“create an electronic ballot.

c.Follow the simple instructions provided.

11
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To vote by telephone:

a.Call toll free 1-866-883-3382.

b.Please have your proxy card and the last four digits of your social security number or tax identification number.

c.Follow the simple instructions provided.

To vote by mail:

a.Mark, sign and date your proxy card.

b.Return it in the enclosed postage paid envelope.

If you are a registered stockholder and attend the annual meeting, you may deliver your proxy in person.

If you hold your shares in street name, meaning you hold them through an account with a bank or broker, your ability
to vote over the Internet or by telephone depends on your bank’s or broker’s voting procedures. Please follow the
directions that your bank or broker provides.

All shares of our common stock represented at the meeting by properly executed proxies, duly delivered to our
corporate secretary prior to or at the meeting, and not revoked, will be voted at the meeting in accordance with the
instructions specified on the proxies.

What happens if I return my executed proxy without voting instructions?

If no instructions are indicated, properly executed proxies will be voted as follows:

for the nominees for director listed below;

12
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for the approval of the compensation of executives, as disclosed in this proxy statement; and

for the ratification of the appointment of our independent registered public accounting firm.

As of the date of this proxy statement, the board does not know of any matters, other than those described in the notice
of annual meeting and this proxy statement, that are to come before the meeting. If any other matters are properly
presented at the meeting for action, the persons named in the enclosed form of proxy and acting thereunder will have,
to the extent permitted by law, the discretion to vote on these matters in accordance with their best judgment.

May I revoke my proxy or change my vote?

A proxy given pursuant to this solicitation may be revoked at any time before it is voted. Proxies may be revoked by
filing with our corporate secretary, at or before the meeting, a written notice of revocation bearing a later date than the
date on the proxy. A vote may be changed by duly executing a proxy dated a later date than the earlier proxy and
relating to the same shares and delivering it to our corporate secretary at or before the meeting. Attendance at the
meeting will not by itself revoke a previously granted proxy.

What is the recommendation of the board of directors on voting my shares?

Our board of directors recommends a vote as follows:

for the election of the three nominated directors;

Jor the advisory (non-binding) vote to approve the compensation of executives, as disclosed in this proxy statement;
and

Sor the ratification of CliftonLarsonAllen LLP as our independent registered public accounting firm.

If any other matters come up for a vote at the meeting, the proxy holders will vote in line with the recommendations of
the board of directors or, if there is no recommendation, at their own discretion.

What vote is required to approve each item?

13
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If there is a quorum at the annual meeting, the matters to be voted upon by the stockholders require the following
votes for such matter to be approved:

Election of Directors (Proposal 1). Directors are elected by a plurality of the votes cast at the meeting, therefore, the
three director nominees who receive the greatest number of votes cast by the common stockholders will be

elected. For this purpose, a vote against one or more director nominees or a properly executed proxy marked abstain
with respect to the election of director nominees will be counted for purposes of determining whether there is a
quorum, but will have no effect on the outcome of the vote on the election of directors.

Adyvisory Vote on Approval of Executive Compensation (Proposal 2). We will consider the stockholders to have
approved the compensation of our executive officers, on an advisory, non-binding basis, if this proposal receives the
affirmative vote of holders of at least a majority of the common stock for which votes are cast at the annual meeting.
The advisory vote to approve the compensation of our executive officers is not binding on the board, but the
compensation committee of the board will consider the vote of the stockholders when considering future executive
compensation arrangements. A properly executed proxy marked abstain or a broker non-vote (discussed in more
detail below) with respect to this proposal will not impact the outcome of this vote.

14
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Ratification of Independent Registered Public Accounting Firm (Proposal 3). The affirmative vote of holders of
at least the majority of the common stock for which votes are cast at the annual meeting is required for ratification of
the appointment of CliftonLarsonAllen LLP as our independent registered public accounting firm for 2015. A
properly executed proxy marked abstain or a broker non-vote with respect to this proposal will not impact the
outcome of this vote.

Generally, for all other items that properly come before the meeting, the affirmative vote of a majority of the common
stock for which votes are cast at the annual meeting is required for approval. A properly executed proxy marked
abstain or a broker non-vote with respect to any such item will not impact the outcome of this vote.

What is the effect of abstentions and broker non-votes?

If stockholders indicate on their proxy that they wish to abstain from voting on a particular proposal, including brokers
holding their customers’ shares of record who cause abstentions to be recorded, these shares are considered present and
entitled to vote at the meeting for purposes of determining a quorum, but are not considered present or votes cast for
purposes of calculating the vote with respect to that proposal. A proxy marked abstain on Proposal 1, Proposal 2 or
Proposal 3 will not impact the outcome of those proposals.

Although our shares of common stock are traded on the NASDAQ Global Market, we are subject to certain rules and
regulations of the New York Stock Exchange, including those relating to the ability of brokers to vote on certain

matters. If a stockholder does not give a broker holding the stockholder’s shares instructions as to how to vote the
shares, the broker has authority under New York Stock Exchange rules to vote those shares for or against “routine”
matters that are not contested. For purposes of this proxy statement, the only “routine” matter is the ratification of
CliftonLarsonAllen LLP as our independent registered public accounting firm. Brokers cannot vote on their customers’
behalf on “non-routine” proposals. A “broker non-vote” occurs when a broker holding shares for a beneficial owner does
not vote on a particular proposal because the broker does not have or does not exercise discretionary voting power

with respect to that item and has not received voting instructions from the beneficial owner. If a broker returns a
“non-vote” proxy indicating a lack of authority to vote on a proposal, then the shares covered by such a “non-vote” proxy
will be deemed present at the meeting for purposes of determining a quorum, but not present or a vote cast for

purposes of calculating the vote with respect to that proposal. Therefore, broker non-votes will have no effect on any

of the proposals to be voted upon by the stockholders.

May the meeting be adjourned?

If a quorum is not present at the meeting, the chairman of the meeting, or the stockholders present, by vote of a
majority of the shares entitled to vote by stockholders that are present in person or represented by proxy, may adjourn
the meeting. At any adjourned meeting at which a quorum is present, any business may be transacted which might

15
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have been transacted at the meeting as originally called.

Who pays the expenses incurred in connection with the solicitation of proxies?

We will bear the cost of solicitation of proxies. We will reimburse brokerage firms and other custodians, nominees
and fiduciaries for reasonable expenses incurred by them in sending proxy materials to the beneficial owners of
common stock. In addition to solicitation by mail, our directors and officers, as well as employees of the bank, may
solicit proxies personally or by telephone without additional compensation.

How may I obtain additional copies of the annual report?

Our 2014 annual report, including financial statements, is enclosed. The annual report is also available online at
www.hmnf.com or www.rdgir.com/hmn-financial-inc. For additional printed copies, which are available without
charge, please request copies in writing to 1016 Civic Center Drive N.W., Rochester, Minnesota 55901, Attention:
Corporate Secretary.

What is the deadline for submitting a stockholder proposal for the 2016 annual meeting?

We must receive stockholder proposals intended to be presented at the 2016 annual meeting of stockholders that are
requested to be included in the proxy statement for that meeting at our principal executive office no later than
November 21, 2015. The inclusion of any stockholder proposals in the proxy materials will be subject to the
requirements of the proxy rules adopted under the Securities Exchange Act of 1934, as amended (the “Exchange Act”),
including Rule 14a-8. We must receive any other stockholder proposals (including director nominations) intended to
be presented at the 2016 annual meeting of stockholders in writing at our principal executive office no later than

90 days in advance of the meeting (or if we do not publicly announce our annual meeting date 100 days in advance of
the meeting date, by the close of business on the 10th day following the day on which notice of the meeting is mailed
to stockholders or publicly made). We currently anticipate that our 2016 annual meeting of stockholders will be held
on or about April 26, 2016; therefore, we must receive notice of any business to be brought before that meeting by
January 27, 2016. Written copies of all stockholder proposals should be sent to our principal executive offices at 1016
Civic Center Drive N.W., Rochester, Minnesota 55901, Attention: Corporate Secretary.

16
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What does it mean if I receive more than one proxy card or instruction form?

This means that your shares are registered differently and are held in more than one account. To ensure that all shares
are voted, please either vote each account over the Internet or by telephone, or sign and return by mail all proxy cards.
We encourage you to register all of your shares in the same name and address by contacting our transfer agent, Wells
Fargo Shareowner Services, at 1-800-401-1957. If you hold your shares through an account with a bank or broker, you
should contact your bank or broker and request consolidation.

I share an address with another stockholder, how can I change the number of copies of the proxy statement that we
receive?

Generally, we are sending only one copy of the proxy materials to eligible stockholders who share a single address
unless we received instructions to the contrary from any stockholder at that address. This practice, known as
“householding,” is designed to reduce our printing and postage costs. We will promptly deliver a separate copy of proxy
materials to any stockholder who requests one by contacting our corporate secretary by telephone at (507) 535-1205,
or by mail to our principal executive offices at 1016 Civic Center Drive N.W., Rochester, Minnesota 55901,
Attention: Corporate Secretary. If you are a registered stockholder residing at an address with another registered
stockholder and you wish to receive a separate proxy in the future, or if the registered stockholders at that address
currently are receiving multiple copies of the proxy materials and you wish to receive a single copy, you may contact
our corporate secretary at the telephone number or address set forth above. If you are a stockholder whose shares are
held by a bank, broker or other nominee, you can request information about householding from your bank, broker or
other nominee.

FORWARD-LOOKING STATEMENTS

Certain statements contained in this proxy statement may constitute forward-looking statements within the meaning of
Section 21E of the Securities Exchange Act of 1934. These statements are often identified by such forward-looking
terminology as “expect,” “intend,” “look,” “believe,” “anticipate,” “estimate,” “project,” “seek,” “may,
“target,” and “goal” or similar statements or variations of such terms and include, but are not limited to, those relating to
our expectations for core capital and our strategies and potential strategies for improvement thereof; our possible

future business and financing needs; and any other statements, projections or assumptions that are not historical facts.
Factors that may cause actual results to differ from our assumptions and expectations include those set forth in our

most recent filings on Forms 10-K and 10-Q with the Securities and Exchange Commission. All forward-looking

statements are qualified by, and should be considered in conjunction with, such cautionary statements. For additional
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discussion of the risks and uncertainties applicable to us, see the “Risk Factors” section of our Annual Report on Form
10-K for the year ended December 31, 2014.

18
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PROPOSAL 1 - ELECTION OF DIRECTORS

Background

Our certificate of incorporation, as amended, provides that the board of directors shall fix the number of directors from
time to time. The size of the board has been set at nine members, subject to the power of the board to increase the size
of the board at any time. Proxies solicited by this proxy statement relate solely to nominees to our board for election
by holders of our common stock and cannot be voted for more persons than the three nominees named below.

The board members to be elected by the holders of common stock are divided into three classes. The terms of three
members of the board, Mr. Krehbiel, Mr. Smith, and Mr. Utz, will expire at the conclusion of the meeting. The board
has nominated Mr. Krehbiel, Mr. Smith, and Mr. Utz, all of whom are current members of the board of directors
whose current terms will expire at the conclusion of the meeting, for election as directors to serve terms to expire at
the conclusion of the third succeeding annual meeting of stockholders after their election, with each to hold office
following each nominee’s election and qualification until his successor has duly been elected and qualified. It is
intended that the proxies solicited on behalf of the board (other than proxies reflecting votes against or abstentions as
to one or more nominees) will be voted at the meeting for the election of the nominees identified in this paragraph. If
any nominee is unable to serve, the shares of common stock represented by all of these proxies will be voted for the
election of a substitute as the board may recommend.

The board knows of no reason why any of the nominees, if elected, might be unable to serve. Except as described
herein, there are no arrangements or understandings between any director or nominee and any other person pursuant to
which the director or nominee was selected.

Selection of Director Nominees

Director Qualifications. The board, acting through the governance and nominating committee, is responsible for
selecting director nominees. The board and the governance and nominating committee believe that the board as a
whole and its members individually should possess a combination of skills, professional experience, and business
judgment necessary to oversee our company’s current and future operations and represent stockholders’ interests. The
attributes that the board believes every director nominee should possess include:

notable or significant business or public service achievement and experience;
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familiarity with, knowledge of, or experience in, the commercial banking industry;

familiarity with, knowledge of, or experience in, managing risk;

the highest character and integrity;

knowledge and understanding of the business and social environment in the primary geographical areas in which we
operate;

an understanding of their obligation to represent the interests of all shareholders;

freedom from conflicts of interest that would interfere with their ability to discharge their duties or that would violate
any applicable laws or regulations;

capability of working in a collegial manner with persons of diverse educational, business and cultural backgrounds;
and

ability to devote the necessary time to discharge their duties, taking into account memberships on other boards and
other responsibilities.

Procedures Regarding Director Candidates Recommended by Stockholders. As set forth in its charter, the governance
and nominating committee will consider director candidates recommended by stockholders if the recommended
director candidate would be eligible to serve as a director under our by-laws. Our by-laws require that directors have
their primary domicile in a county where the bank has a full service branch. This requirement may be waived by a
majority of the board so long as a majority of the directors currently serving on the board have their primary domicile
in a county where the bank has a full service branch. Our by-laws also require that each director must receive
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